


























5. Failing to address Community Benefit Agreements (CBAs) and the need for full disclosure by
banks and community groups

My recommendations to the Fed and other regulators regarding the need for full disclosure of
all aspects of Community Benefit Agreements (CBAs) were made at recent public hearings
in March before the Federal Reserve Bank of Minneapolis regarding the proposed merger of
U.S. Bancorp and MUFG Union Bank, NA and in July before the Federal Reserve Bank of
Chicago regarding the proposed merger of BMO Financial Corp. and Bank of the West. My
formal comments on both mergers are a matter of public record.

The recent record $100 billion five-year CBA that accompanied the cited U.S. Bank deal, the
$88 billion PNC CBA, and the forthcoming (estimated $40 billion) five-year CBA for the
BMO deal represent de facto conditions of approval by the Fed. These CBAs also represent
the “Bread and Butter” for many community groups and coalitions, and they have therefore
argued that CBAs should be mandatory for all merging banks.

However, there is a lack of full disclosure of these CBAs, especially the extent to which
specific community groups and coalitions directly benefit from them.

As in the case of previous megamergers, such plans, which are not required by the CRA or
any other law, are primarily efforts to expedite the merger, a form of WD-40 to help quiet
potentially squeaky community groups that would otherwise likely protest the merger.

Otherwise, why wouldn’t such a plan have been created as part of each bank’s past
community service and development efforts prior to the merger?

The NPR should mandate that the Fed, FDIC and OCC must require that each and every
aspect of every CBA, including correspondence between the Applicant and parties to the

CBA, as well as Annual or other updates, be made public on the website of the resultant
bank.

It is not enough to make a summary of the CBA or even an abridged version available
publicly as is presently being done, but rather there must be a public accounting of how the
tens of billions of dollars are being allocated, including all direct and indirect benefits to
community groups or coalitions.

As asked in my testimony on these mergers, “How much of this money is going to
communities and how much is going to the groups?”

This is critically important because while all community groups should first and foremost be
serving their community, some may be more focused on serving their group rather than their
community.

The lack of such complete and full CBA disclosure is a serious public policy problem
because these CBAs are really de facto conditions of approval whereby the opposing
community groups and coalitions support the merger, thus allowing the regulators to approve
it.

My comments represent my personal views and not those of any university, financial institution, 10
company, or other organization with which I am or previously have been associated.



Section 3 of the Bank Holding Company Act and the Bank Merger Act require this or any
proposed merger meet the convenience and needs of the community to be served. But, how
do we know if the public interest is being met when all of the details and financial accounting
on these deals are Confidential.

The CBAs are the real basis for meeting the convenience and needs statute today, and all
aspects of them should be public.

This recommendation is not just about these recent CBAs but the 19 CBAs made by the
National Community Reinvestment Coalition (NCRC) with megamerging banks totaling
$541 billion and the $50 billion of CBAs made by the California Reinvestment Coalition
(CRQ) per the respective websites of these two coalitions.

These and other coalitions and community groups must understand that this public policy
recommendation is in the public interest. That is, they could shine some needed sunlight on
this process if they published on their website all of the details and correspondence with the
subject banks and regulators on every CBA rather than a brief summary of them as has been
done.

Furthermore, the Fed and the other primary regulators should not only monitor these CBAs
but also enforce them to help ensure the resultant merger is truly meeting the convenience
and needs of the subject community and the overall public interest.

My comments represent my personal views and not those of any university, financial institution, 11
company, or other organization with which I am or previously have been associated.
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